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DIRECTIONS 


'97  SESSION 

The  1997  legislative  session  was  a  success  for  all  retirement  systems.  Most 
members  will  benefit  in  some  way.  Legislators  introduced  26  retirement  bills 
and  passed  15.  All  legislation  requested  by  the  Public  Employees'  Retirement 
Board  was  enacted  into  law.  Many  major  changes  will  take  effect  over  the  next 
few  months.  Most  notable  is  the  Guaranteed  Annual  Benefit  Adjustment,  or 
GABA  for  short.  The  GABA  will  give  eligible  retirees  a  \V2%  increase  in  benefits 
every  January.  Other  important  bills  are  opening  the  Game  Warden's  Retirement 
System  to  other  state  peace  officers  and  increased  benefits  for  sheriffs  and 
firefighters.  This  newsletter  explains  some  bills  in  more  detail. 


GUARANTEED  ANNUAL  BENEFIT  ADJUSTMENT 

This  year  the  legislature  passed  a  law  that  will  increase  retirement  benefits  by 
1.5%  each  year.  The  Guaranteed  Annual  Benefit  Adjustment,  or  GABA,  applies 
to  all  retirement  systems  and  became  effective  on  July  1, 1997.  This  adjustment 
'will  be  made  each  year  with  your  January  benefit.  To  be  eligible,  a  member 
must  receive  a  benefit  for  at  least  36  months  by  January  first.  Members  may  not 
receive  the  GABA  if  working  in  a  job  covered  by  a  Title  19  retirement  system. 
Eligible  members  will  receive  at  least  a  1 .5%  increase  in  their  retirement  benefits 
every  year.  If  other  changes  increase  benefits  more  than  1.5%,  then  GABA 
provides  no  increase.  However,  if  the  changes  are  less  than  1.5%,  then  GABA 
will  make  the  increase  a  total  of  1.5%.  Members  who  receive  more  than  a  1.5% 
from  other  changes  will  not  have  their  total  reduced  to  1.5%. 

The  GABA  is  not  free;  you  pay  the  cost  through  increased  contributions  and  by 
trading  off  other  benefits.  All  members  of  the  Public  Employees',  Sheriffs',  and 
Game  Wardens'  Retirement  Systems  will  automatically  receive  the  GABA.  They 
will  not  have  a  choice  because  GABA  is  a  better  benefit  than  any  benefit  it  may 
replace.  For  Judges',  Highway  Patrol  Officers',  Municipal  Police  Officers'  ,  and 
Firefighters'  Unified  Retirement  Systems,  current  members  may  choose  to  receive 
the  GABA  or  to  continue  with  current  benefits.  Members  of  these  systems  have 
a  choice  because  the  benefits  they  now  get  may  be  better  than  GABA.  Members 
will  have  from  July  1  to  December  31  to  make  the  choice.  Once  they  make  a 
choice,  they  cannot  change  it.  Contributions  and  interest  are  due  from  July  1 
even  if  the  member  makes  the  choice  on  December  31 .  All  members  who  join 
after  July  1,  1997,  will  receive  the  GABA  no  matter  which  system  they  join.  New 
members  will  contribute  at  the  rate  for  members  receiving  the  GABA. 

Other  benefit  recipients,  such  as  contingent  annuitants  and  survivors,  may  also 
receive  the  GABA.  The  member  and  recipient  must  receive  the  benefit  for  at  least 
36  months  for  the  recipient  to  get  the  GABA.  This  means  a  recipient,  such  as  a 
survivor,  need  not  receive  the  benefit  for  36  months  to  get  the  GABA.  However,  the 
^benefit  must  exist  for  36  months  before  anyone  can  get  the  GABA.  Other  benefit 
^Pcipients  may  not  receive  the  GABA  if  working  in  a  job  covered  by  a  Title  19 
retirement  system. 

If  you  have  questions,  contact  PERD  at  444-3154.  The  PERD  intends  for  this 
newsletter  to  summarize  the  law  for  members.  Should  this  newsletter  conflict 
with  statutes  or  rules,  the  statutes  and  rules  will  apply. 

(Continued  on  following  page) 


Official  publication  of 
the  Public  Employees' 
Retirement  Board 

Marc  Racicot,  Governor 

Public  Employees' 
Retirement  Board 

Terry  Teichrow, 
President 

Carole  Carey, 
Vice-President 

Troy  W.  McGee 

Eleanor  Pratt 

Fred  Flanders 

Carol  Lambert 

Mike  O'Connor, 
Administrator 


PERB 

PO  BOX  200131 

HELENA  MT    59620-0131 

(406)  444-3154 


Should  any  information  in  this 

newsletter  conflict  with 

statutes  or  rules,  the  statutes 

and  rules  will  apply. 


(Guaranteed Annual  Benefit .  .  .  Continued  from  frontpage) 
Other  changes  unique  to  each  system  are  noted  below. 
Changes  in  contribution  rates  due  to  GABA  and  other 
legislation  are  shown  in  the  table  at  the  end  of  this  article. 

PERS  After  July  1,  1997,  members  must  pay  the 
actuarial  cost  to  purchase  military,  other  public,  and 
additional  (1  for  5)  service.  The  actuarial  cost  of  buying 
service  may  be  more  than  the  cost  under  the  old  law. 
After  July  1,  1997,  all  members  with  five  years  of 
membership  service  may  buy  additional  service. 

TRS  Current  members  of  JRS  may  choose  to  remain 
with  present  benefits  or  to  get  the  GABA.  Retirement 
for  a  member  choosing  GABA  will  be  based  on  Final 
Average  Salary  (FAS)  rather  than  a  sitting  judge's 
current  salary.  FAS  will  be  the  average  of  the  highest 
pay  for  any  36  consecutive  months  of  service.  The 
same  will  apply  to  a  disability  in  the  line  of  duty. 
The  death  payment  for  members  choosing  Option  1 
but  not  choosing  GABA  will  change.  For  those  not 
choosing  GABA,  it  will  be  the  present  value  of  the 
benefit  at  retirement  less  benefits  paid.  For  a  member 
choosing  GABA,  it  will  be  the  cash  value  of  the 
member's  account  less  benefits  paid.  All  judges  hired 
after  July  1,  1997  will  be  under  GABA. 

HPORS  Current  members  of  HPORS  may  choose  the 
present  benefits  or  the  GABA.  Members  who  choose 
GABA  and  buy  military  service  must  pay  the  actuarial 
cost.  Only  members  who  choose  not  to  receive  GABA 
may  receive  supplemental  and  minimum  monthly 
benefits. 


SRS  All  members  of  SRS  will  receive  the  GABA. 
GABA  did  not  make  other  changes,  but  other  legislation 
will  raise  the  rate  each  sheriff  must  contribute  from 
7.865%  to  9.245%.  Sheriffs  will  now  retire  with  2.5% 
or  salary  for  each  year  of  service  credit. 

GWRS  Members  of  GWRS  will  receive  the  GABA. 
Under  GABA  the  death  payment  for  a  member  who 
chooses  Option  1  will  change.  It  will  be  the  cash 
value  of  the  member's  account  at  retirement  less 
benefits  paid.  Under  the  old  law,  it  was  the  present 
value  of  the  benefit  at  retirement  less  benefits  paid. 
MPORS  Current  MPORS  members  may  choose  the 
current  benefits  or  elect  the  GABA.  The  rate  a  current 
officer  pays  won't  change  unless  they  elect  the  GABA. 
The  minimum  benefit  of  Vz  the  salary  paid  to  a  newly 
confirmed  officer  will  not  be  available  to  officers  who 
choose  the  GABA. 

FURS  Current  FURS  members  may  choose  the 
present  benefits  or  the  GABA.  Calculation  of  benefits 
will  change  for  members  hired  before  July  1,  1981. 
For  those  who  elect  the  GABA,  the  Division  will 
compute  their  retirement  benefit  using  Final  Average 
Compensation  (FAC)  instead  of  Final  Monthly 
Compensation  (FMC).  Disability  and  survivorship 
benefits  for  members  covered  by  GABA  will  also  be 
based  on  FAC  rather  than  FMC.  Members  who  choose 
the  GABA  will  not  receive  the  minimum  benefit  of  V2 
the  salary  paid  to  a  newly  confirmed  firefighter.  For 
Members  hired  before  July  1,  1981,  but  who  do  not 
elect  GABA,  the  PERD  will  compute  their  benefit  using 
both  methods.  The  member  will  receive  the  higher 
benefit  of  the  two  methods. 


Contribution  Rate  Changes  to  Retirement  Systems 
Fiscal  Year  1998 


System 

Employee  Rate 

Employer  Rate 

State  Rate              | 

Old 

New 

Old 

New 

Old 

New 

PERS" 

State  and 
University 

Local  Govt. 

6.7% 
6.7% 

6.8% 
6.8% 

6.7% 
6.7% 

6.8% 
6.7% 

-0- 

.1% 

Sheriffs 

7.865% 

9.245% 

8.535% 

9.535% 

Game  Wardens 

7.9% 

8.5% 

8.15% 

9.0% 

Highway  Patrol 

Electing  GABA 

Not  Electing 

9.0% 
9.0% 

9.05% 
9.0% 

36.28% 
36.28% 

36.33% 
36.33% 

Police 

Electing  GABA 

Not  Electing 

7.8/9.0/10.5 

7.8/9.0/10.5 

11% 
7.8/9.0/10.5 

14.36% 
14.36% 

14.41% 
14.41% 

1 5.66% 
15.66% 

29.37% 
29.37% 

Firefighters 

Electing  GABA 

Not  Electing 

7.8% 
7.8% 

10.7% 

9.5% 

14.36% 
14.36% 

14.36% 
14.36% 

24.21% 
24.21% 

32.61% 
32.61% 

Judges 

7.0% 

7.0% 

6.0% 

25.81% 

For  PERS  members  the  contribution  rate  increases  another  0.1%  on  July  1,    1999. 


FIREFIGHTERS'  BENEFITS  INCREASE 


HB  430  makes  some  big  changes  to  the  Firefighters'  Unified  Retirement  System.  First,  it  did  away  with  using  last 
monthly  compensation  in  calculating  retirement  benefits.  Now,  when  members  retire,  the  PERD  will  compute 
the  retirement  benefit  using  Final  Average  Compensation  (FAC)  for  all  members.  Benefits  will  be  2.5%  of  a 
member's  FAC  for  each  year  or  service  for  everyone.  The  new  equation  for  computing  the  benefit  will  be; 

2.5%  X  FAC  X  years  of  service  credit  =  monthly  benefit 

Members  hired  before  July  1,  1981  will  not  receive  a  smaller  benefit  than  under  the  old  method.  The  PERD  will 
compute  their  benefit  using  the  new  and  old  method,  and  members  will  receive  the  higher  of  the  two.  All 
members  will  get  the  same  or  more  than  under  the  old  method.  A  disability  benefit  for  members  with  less  than 
20  years  of  service  will  equal  Vz  of  the  member's  FAC.  For  members  with  more  than  20  years  service,  the  PERD 
will  use  the  above  equation  to  calculate  the  disability  benefit.  Survivorship  benefits  will  also  be  computed  using 
the  above  equation.  These  changes  will  raise  the  rate  active  members  pay  to  the  FURS.  See  the  table  at  the  end  of 
the  GABA  article. 


VESTING 

During  the  1997  session,  the  legislature  changed  the 
vesting  period  for  some  retirement  systems.  Now  all 
systems  administered  by  the  Public  Employees' 
Retirement  Board  have  a  five-year  vesting  period.  The 
systems  in  which  vesting  changed  are  Sheriffs',  Game 
Wardens',  Firefighters'  Unified,  and  Municipal  Police 
Officers'.  When  a  member  becomes  vested,  they 
receive  specific  rights  for  that  system.  A  vested 
member  is  entitled  to  a  retirement  benefit  when  the 
member  meets  all  other  requirements  for  that 
particular  system.  Other  rights,  such  as  the  right  to 
purchase  service,  are  also  part  of  vesting.  Members 
who  end  employment  before  vesting  have  only  the 
right  to  a  refund  of  their  contributions  and  interest. 


SHERIFFS'  BENEFITS 
INCREASE 

The  legislature  passed  HB  216  which  increases  the 
retirement  benefit  for  members  of  the  Sheriffs' 
Retirement  System.  The  changes  were  effective  July 
1,  1997.  Benefits  increase  from  2.0834  to  2.5%  of  a 
member's  final  average  salary  for  each  year  of  service. 
This  change  will  apply  to  service,  early,  and  disability 
retirements.  HB  216  also  repealed  the  statute  which 
^provides  for  involuntary  retirement  and  reduced  the 
\csting  period  to  five  years.  With  vesting  at  five  years, 
members  who  are  involuntarily  terminated  may  apply 
for  early  service  retirement. 


GAME  WARDENS'  SYSTEM  EXPANDED 


HB  174  expanded  the  Game  Wardens'  Retirement  System  to  include  other  state  peace  officers.  These  employees 
have  law  enforcement  duties  but  are  currently  covered  under  PERS.  The  new  system  will  be  called  the  Game 
Wardens'  and  Peace  Officers  Retirement  System  or  GWPORS.  Beginning  July  1,  1997,  some  state  employees  with 
law  enforcement  duties  may  join  the  GWPORS.  These  people  must  choose  either  to  remain  in  the  Public  Employees' 
Retirement  System  (PERS)  or  to  join  the  GWPORS.  The  following  is  a  list  of  peace  officers  who  will  be  entitled  to 
join  GWPORS. 

Motor  Carrier  officers 

Stock  inspectors  and  detectives 

Campus  police 

Probation  &  Parole  officers 

Warden  &  Deputy  Wardens 
Corrections  officers 


Dept.  of  Transportation: 
Dept.  Of  Livestock: 
University  System: 
Dept.  of  Corrections: 


Dept.  Of  Justice: 


Drill  Instructors 
Motor  vehicle  inspectors 


PERS  members  in  the  above  positions  on  July  1  have  from  July  1  to  December  31,  1997,  to  make  the  choice.  Once 
members  make  the  choice,  they  may  not  change  it  in  the  future.  PERS  members  hired  into  the  above  positions 
on  or  after  July  1,  1997,  may  stay  in  PERS  or  may  join  GWPORS.  They  will  have  30  days  to  make  the  choice.  A 
peace  officer  hired  on  or  after  July  1,  1997,  who  is  not  a  PERS  member  must  join  GWPORS. 

PERS  members  who  transfer  into  GWRS  are  NOT  eligible  for  a  refund  or  retirement  benefit  from  PERS  until 
they  terminate  their  position.  When  you  transfer,  you  do  not  terminate  employment  and  are  not  eligible  for  a 
refund  or  retirement  benefit. 


